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FEDERAL COMMUNICATIONS COMMISSION
Regulations to determine whether schedules in Common Carrier Annual Report Form
M should be amended to improve the carrier's reporting of the data relied
upon by a common carrier to compute telephone plant depreciation expense
have been proposed by the Co mmission (see the 8/23/82 Fed. Reg., pp. 3666063). It is suggested that for each authorized method of depreciation used
by a carrier to compute such expense, the data relied upon to make that com
putation be reported separately. Comments are requested by 9/22/82. For
additional information contact Gerald P. Vaughan at 202/634-1861.
FEDERAL HOME LOAN BANK BOARD
Amendments relating to the issuance and use of subordinated debt securities, mutual
capital certificates, and preferred stock by FSLIC insured saving and loan
institutions, have been issued as a final rule by the FHLBB and will become
effective upon publication in the Federal Register. Amendments include: 1) al
lowing subordinated debt securities, redeemable mutual capital certificates,
and nonpermanent preferred stock to be used in fulfilling an insured institu
tion's net-worth requirement; 2) allowing the full amount of subordinated debt
securities, mutual capital certificates, and nonpermanent preferred stock to
fulfill the statutory-reserve requirement; 3) revising the current eligibility
requirements for the issuance of subordinated debt securities; and, 4) ex
panding the authority of the Board to waive the form, term and offering require
ments for subordinated debt securities. For additional information contact John
P. Soukenik at 202/377-6411.
Amendments to net worth and statutory reserve requirements, for FSLIC-insured
saving and loan institutions, have been proposed by the Federal Horae Loan
Bank Board (FHLBB) in a recent release. The proposed rule would allow the
insured S&L institutions to include as a part of their reserves a newly rec
ognized item called "Appraised Equity Capital." This would allow currently
unrecognized appreciation in various asset items to be used to meet reserve
requirements. In addition, the FHLBB proposes to change the term "net worth"
to "regulatory net worth" to indicate that the term is used in the context of
regulatory definitions and other FHLBB rules. According to the release, the
proposed amendments will result in a more realistic approach to reserve re
quirements in light of current economic conditions by permitting savings and
loan institutions to reflect certain equity items in their reports to the FHLBB.
Publication of this proposed rule is anticipated soon in the Federal Register.
For additional information contact David Schweitzer at 202/377-6574.
FEDERAL RESERVE BOARD
Expansion and clarification of the data processing activities permissible for bank
holding companies were the subjects of a recent final rule and interpretation
from the Board (see the 8/26/82 Fed. Reg., 37368-72). The Board amended Regu
lation Y (12 CFR225) and revised a related interpretation to broaden the range
of data processing activities in which bank holding companies and their non
bank subsidiaries may engage. Under the final rule, bank holding companies
or their subsidiaries may for their internal operations perform data processing
and data transmission, provide data processing hardware, software, documentation
and operating personnel. For others, a bank holding company may provide, when
certain conditions are met, data processing and data transmission services,
facilities (defined to include hardware, software, documentation and operating
personnel) or data bases, provided by any technologically feasible means, on
condition that the data to be processed are financial, banking or economic data.
In an accompanying interpretation, the Board specified that in providing packaged
data processing and transmission facilities, a bank holding company should pro
vide only for the performance of banking functions such as check collection.
The rule will become effective on 9/25/82. For additional information contact
Richard Ashton at 202/452-3750.
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The Uniform System of Accounts and the requirement to file Annual Report Form RBO
for Rate Bureaus were recently eliminated by a final rule from the Commission
(see the 8/27/82 Fed. Reg., 37903-04). The Commission has determined that its
use of the information no longer justifies the accounting and reporting burden.
Approximately 77 Class I and Class II rate bureaus will be relieved from these
requirements. This rule is effective for the accounting and reporting year
beginning 1/1/82. For additional information contact Bryan Brown at 202/2757448.
OFFICE OF MANAGEMENT AND BUDGET
Guidance to federal agencies on the implementation of the Prompt Payment Act
(P.L. 97-177) has been provided by the final issuance of OMB Circular A-125
(see the 8/25/82 Fed. Reg, pp. 37321-24). OMB anticipates that implementation
will result in timely payment and better business relationships with suppliers.
The new rules provide for a 15.5 percent interest penalty when agencies are
more than 15 days late in making payments owed. This rate, established by
the Treasury Secretary, will remain in effect until January and is referred
to as the "Renegotiation Board Interest Rate." The agency rejected a request
to allow interest penalties for existing contracts as well as those entered
into on or after 10/1/82. According to OMB, the act covers only "acquisitions"
made on or after 10/1, which means the entire process of contracting, delivery
and payment. Also, applying the penalty provisions only to contracts entered
into after a certain date assures a more orderly administrative transition to
the act. Additionally, it assures that payment terms will be considered at
the same time that other contractual provisions are agreed to. However, OMB
further stated that nothing in the circular prohibits business firms from
proposing amendments to contracts entered into before 10/1/82.
SECURITIES AND EXCHANGE COMMISSION
Debt should not be considered as extinguished unless the debtor has no further
legal obligation, according to an 8/25/82 SEC Intrepretative Release on
Accounting for Reduction of Debt. Commenting on a tentative FASB determina
tion which led to the SEC Intrepretative Release, the Commission stated that
it "believes it is appropriate to support the FASB in this matter and accord
ingly is issuing this release calling for uniform accounting practice while
the FASB considers its final standards." In discussing the nature of these
transactions, the SEC stated that while there are many possible variations
on the "quasi-defeasance" transaction, most arrangements are either of the
"trust" or the "assumption" type. Under either approach, according to the
SEC, the debtor corporation dedicates certain assets to the future retirement
of outstanding debt. Based on this commitment, the debtor then removes both
the assets and the debt from its balance sheet. The SEC also stated that
there would be a full opportunity for public participation and discussion of
the appropriate accounting in this area. For additional information contact
M. Elizabeth Rader at 202/272-2130.
Amendments relating to reports of stabilizing transactions were recently proposed
for comment by the Commission (see the 8/26/82 Fed. Reg., pp. 37560-62). The
proposal would amend Rules 17a-2 and 10b-7 under the Securities Exchange Act
of 1934 and recind related Form X-17A-1. The proposed amendment to Rule 17a-2
would eliminate the requirement that participants in an offering that is
stabilized, file with the Commission reports of their transactions, including
stabilizing transactions in the subject securities. The proposed amendment
would require instead that information concerning the stabilizing transactions
be retained by the manager of the underwriting syndicate. The Commission has
concluded that the filing of reports concerning stabilization appears to im
pose burdens that exceed any benefits relating to the protection of investors.
The proposed amendment to Rule 10b-7 will make technical changes to that rule

-3regarding recordkeeping requirements. Comments are requested by 10/19/82.
additional information contact Kenneth Orenbach at 202/272-7391.

For

TREASURY, DEPARTMENT OF
Application packages for the 1983 Tax Counseling for the Elderly Program are
available from the IRS (see the 8/25/82 Fed. Reg., p. 37325). The deadline
for submitting an application package to the IRS for the 1983 Tax Counseling
for the Elderly Program is 9/24/82. For additional information contact Carlos
Rosario at 202/566-4904.
SPECIAL:

FINANCE COMMITTEE ANNOUNCES HEARING ON SUBCHAPTER S

Legislation designed to simplify operations of Subchapter S corporations and broaden
eligibility rules to qualify for Subchapter S status, S. 2350, will be the sub
ject of a 9/10/82 Senate Finance Committee hearing. The Subchapter S Revision
Act of 1982 was introduced by Finance Committee Chairman Robert Dole (R-KA) and
Sen. Russell Long (D-LA) on 4/1/82. The bill’s sponsors say it is needed so
that tax considerations do not influence a small business in deciding whether
to set up a partnership or seek Subchapter S status. Companies with Subchapter
S status may elect to be taxed directly at the shareholder level. The hearing
will be held in Room 2221 Dirksen Senate Office Building at 10 a.m.
In a related matter Sen. Dole announced that the Committee is seeking
written comments by 9/10/82, on technical corrections to the Economic Tax Recov
ery Act of 1981, the Crude Oil Windfall Profit Tax Act of 1980 and the Install
ment Sales Revision Act of 1980.

For additional information, please contact Jim Kovakas, Gina Rosasco,
Nick Nichols or Kathee Baker at 202/872-8190.
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